COUNCIL AGENDA  3/20/12
ITEM 4.3

v &
SAN JOSE | Memorandum

CAPITAL OF SILICON VALLEY

TO: CITY COUNCIL | FROM: Mayor Chuck Reed
Councilmember Sam Liccardo

SUBJECT: SEE BELOW . DATE: March 16,2012

P 4 /’j r} r\ f“\ N PR
Cllocl_ F  — S/ L
APPROVED: a Py,
SUBJE.CT: ORDINANCE AMEND, £0.70 TO STREAMLINE THE PERMIT
PROCESS FOR THE OPERATION OEOFFICE AND FINANCIAL SERVICES USES IN THE
DOWNTOWN AREA.
RECOMMENDATIONS:

Approve staff recommendations, but with the following additional requirements:

1) Eligibility for exemption of the special use permit requirement are limited to those sites that
were vacant as of January 1, 2012, '

2) The ordinance must return to the CED Committee for review within 12 months after its
enactment, to assess the impact of the ordinance on the 17% vacancy rate on ground floor
spaces in the DG Overlay Area, and to explicitly determine whether to return the ordinance to
Council for revision.

BACKGROUND

We are grateful for the Planning Staff’s efforts to streamline the process to enable tech companies,
banks, law firms, and other office tenants to occupy long-vacant ground-floor space in the
Downtown. We continue to hear increased interest in the ground-floor sites from office tenants, at a
time when we face 17% vacancy in ground-floor spaces in the DG Overlay Area. Last year, our
flexibility to allow innovative concepts like NextSpace and Tech Shop into ground-floor uses have
enabled the Downtown to raise its profile as a location for creative entrepreneurs, and we’ll continue
to leverage Downtown’s assets, like the nation’s fastest public wi-fi network and the Valley’s best
transit access, to further position San José as Silicon Valley’s urban center.

We remain concerned about the impact of reducing the City’s restrictions on ground-floor uses on
existing small business owners in those spaces, as their landlords see the opportunity to boost rents
for office tenants. To maintain our current stock of restaurants and retail, we need to ensure that this
change in policy does not drive them out.

Fortunately, our Downtown Association has already prepared a survey of existing ground-floor uses,
and we can rely upon that survey to provide a baseline for the impact of this policy. By limiting
eligibility for exemption to the SUP to those sites that have remained vacant since January, we can
ensure that current tenants will not be adversely affected. Our thanks to the San José Downtown
Association for their work in preparing the survey.
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